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Dear Applicsnt:

We have corsidered your applicatioun for cecognition ot exewption from Vederau
income tax as an orpanization described fn scctlon 501(2)(4) of tne Internel
Revenue Code. For the reasous stated below, we have concluded that you do not
quality tor tax exewption under thls section. Your wrotest rijfhts are 4450
explaiued below,

You ware incorpoeraved on a nonprul it basis uunder the laws ol tne SLatle ol -:
on - B B  our purpose, us stsied in your articies of
incorporation is ... to proucte [RE , includiu;, covenants
and restrictions yertalning tnereto, and to otherwise attempt to pregerve and
eunhcnee property values Jn tiat subdivicion,” dembership in your organization

is restricted to property or honeowners in [ i-.

In your exenption uppllecation, and documents ana correspondence submitted during
the applicatiou process, you indicate that your activities have iucluded or will
include putting up a si;n at the aubdivision entrance, spongoring a "compuulty
warceh” program, purchasiu; street Lights, shrubbery and trees to he planted
along subdivision streets, and contacting individusl howmeowners concerning
violations of restrictive covenants; you may take leral mction agalast
individual bomeowners ia tne jlast matter.

i3 a subdivision adjacent tv other developed areas,
conaglsting of lots, of wnich . were occupled by hones when you submitred
your applicaticn, The major portion of tha subdivision can uvnly be entered
through roads wiaich end in cul=-de=-sacs within the subdivision,

Tou receive iucoviie Lrowm memberanlp dues, Funds are used prinmarily to purchase
landscape raterlals, street lights, aud sl ns, and wwmy also be used for lesal
feeg., In the eveat of dissolution ol your organization, you state that any
resfidual assets would be dividad equully amouz your members,



Section 501(c)(4) of the Internal Revenue Code holds that clvic leapues ov
orzaulzations not vrgunlzed for profit but operated nxclusively for tne
prosotior of social welfare are exempt from tax,

Section 1.5u1(c)(4)=1(a)(2)(4) of tne lncome Tax Regulailons nolds that an
orpanization {s s "so2ial welfare” organization L0 Lt promotes the conmen good
and genersal welfare of tlhe people of a cumnanity,

Revenue tuling 74=9%, 1074-]1 C.RB, 131, which clarifies Revenue Ruling
72=-102, provides that for a hemeouners assoclation to quality for axenption
utider Code scctiov 5C1(c)(4), it nust, amory other criterin; (1) serve a
comaunity bearing u reasouably recognizable relationsidp to at area ordinariiy
identifind as a govermmental subdivision or unit thereof, aad (2) 1 &k comnon
areas end facilitles gvallable for the use and enjoyment of the ueneral vublic
(versons ocher than uerders and theiy pucests).

Revenue Ruliu, 80=u3, 19501 C.B. 110, restates tne conclusions ot leveuude
Ruling 74=32, and fturtoer indicates that » bomeowner's asspoctation wuat
represents an orea thaat Ls uot a commualoy may not groalify for exemptlon wnere
tine bagerits providen bv tor orpanizaticns activities are restricted to waberd.

Bascs on tae laforwation previded doriug your application, we conclude that
the develepment represented by your orpaulzatiou is not o “"commundlty™ within the
mesniog of sectivn 1.501(e)(4)=1(a)(2)(1) of the Income Tax Rejulations, in that

B cocs oot hear u reasonably vecognizabdle relatiousiip to a
goverurantal sucuivision or unlt thereoi. rurther, we conclud: tnat your
activities do uct serve w pgravide any signitficant benefit to tne residents of
the larper coswunity of [ IIE vvile access to your subdivisicn is not
physically barred to nou residents, the fact taat nost roads do uot tead througn
the subdivision to any other areas or public thoroughfares, and the fuct that
the subdivisiou does nof coutain any public parklands, recreational taci{lities,
or similar Iinducenents for public use of the streets, are evidence that puvlic

benefit provided by your orpanizatioa is {usubstantial comparce with tne prilvate
benefi: accorded to your members,

Accordin,gly, vased on all the tacts and clrcumstances, we conclude that you
o not auality tor recognition ¢f cxemption from Federal incowe tax under
section 501(e)(4) of the Code or any other subsection thercoi. You are
therefore, required to file federal Ipcure tax returns, Ferms 1120,



If you do not sgree with our proposed denial we recommend that you request
a conference with a mumber of th~ Teg'onal birector of Appeals Staff. Your
request for a conference should include a written appeal signed by an authorized
vfficer giving the facts, law and any other pertinent information to support
your position as explained in the enclosed Publication 892. 1If you arc to bLe
represented by someone whe is not one of your puthorized officurs, he/:ie will
need to file a power of attorney or tax information authorization and be
qualified to practice be’ore the Internal Revenue Service as provided ia
Treasury Department Circuiar tio. 230, The conference may be neld at tie
Regional Uffice or, if you request, at any mutually convenient District office.

If we Jo not hear from you within 30 days, this letter will become our
final determination.

Enclosures:
Publication 4892





